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ASIA 
 

Foreigners bought Asian bonds for 2nd 

month in August despite contagion 

fears  

20-Sep-2018  
Sept 20 (Reuters) - Foreigners bought Asian 

bonds for the second successive month in 
August, brushing off concerns over Sino-U.S. 
trade war and fears of contagion from Turkey 
and other volatile emerging markets.  

Data from central banks and bond market 
associations showed foreigners bought a net 
$4.57 billion of bonds from India, Indonesia, 
Thailand, South Korea and Malaysia in the last 
months, the highest since January.  

South Korea bonds led the regional flows last 
month, attracting about $2.1 billion of foreign 

money, followed by Thailand which received 
$1.4 billion.  
Indonesia and Indian markets also received 

inflows of about $1 billion and $500 million, 
respectively. 
On the other hand, Malaysian bonds saw 
outflows of $579 million in the last month. 

Though the region received two consecutive 
months of bond inflows, analysts expect money 

flows to remain volatile in coming months due to 
escalating Sino-U.S. trade tensions and 
continued policy normalisation by the U.S. 
Federal Reserve. 
 
(Reporting by Patturaja Murugaboopathy and Gaurav 
Dogra; Editing by Kim Coghill) 
(( patturaja.muruga@thomsonreuters.com ; +91-80-
6749-6540; Reuters Messaging: 
patturaja.muruga.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

It is not all Fed: Domestic debt risks 

may spur more Asia rate hikes  

21-Sep-2018  
•Bank of Thailand signals future rate hikes 

•South Korea's c.bank also under heat to 
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raise rates 
•Fed pressures emerging Asian economies 

with surpluses 
•Domestic factors play big part as Asia eyes 
higher rates 

By Leika Kihara 
TOKYO, Sept 20 (Reuters) - Some Asian 

economies running large external surpluses, 
including Thailand and South Korea, might be 
forced to tighten monetary policy soon as high 
household debt poses a bigger financial risk 
than the U.S. Federal Reserve's steady pace of 

rate hikes. 

Up until now, these two economies have been 
considered immune to the Fed-driven rise in 
global interest rates, which have roiled 
currencies in some emerging markets. 
Now, though, they are facing growing pressure 

to return credit conditions to more normal levels 

after years of cheap money have stoked a 
domestic borrowing binge. In Thailand, for 
example, household debt has been running high 
for years, spurring calls for higher rates to stave 
off risks in the banking system. 
Thailand's central bank held rates steady on 
Wednesday but said the need for current easy 

policy would be "gradually reduced," reinforcing 
views that it may soon start tightening for the 
first time in years. 
South Korea's central bank is under political 
pressure to raise rates amid a public outcry for 
policymakers to tackle soaring home prices, 

which are leaving households strapped with debt 
and much less cash for discretionary spending. 
Many analysts expect South Korea's central 
bank, which stood pat in August, to tighten 
once before the end of this year to track 
further expected rate hikes by the Fed. 

"Even in economies with solid current account 
surpluses, like Korea and Thailand, central banks 
are gearing up for rate hikes in the coming 

months," said Frederic Neumann, co-head of 
Asian Economic Research at HSBC. 
"After keeping monetary policy highly 
accommodative for many years, there is a clear 
desire to normalise interest rates." 
Strong external surpluses have insulated these 

economies from this global trend so far, 

significantly reducing pressure on portfolio 
outflows that have gripped deficit countries such 
as India and Indonesia. 
But as rates rise faster than expected around 
the world, Thailand and South Korea - which 
had not been on the radar for any interest 
rate hikes this year - are now expected to 
follow sooner than previously thought, 

potentially by December. 

To the extent that the pressure for higher rates 
is a sign of contagion, it is only a mild one. The 
Korean won, for example, has weakened this 
year, but a 4 percent drop compares with 
double-digit falls in India, and sharp losses in 

Indonesia and the Philippines. 

DEBT RISKS 
That suggests the dollar's rise driven by the Fed, 
which hiked twice this year and is expected to 
do so again at next week's meeting, is only part 

of the picture. 

The more compelling reason to act for the Thai 

and South Korean central banks is rising 
household debt, even though external 
uncertainties such as escalating global trade 
frictions could discourage policy makers from 
pulling the plug on loose monetary conditions 
prematurely. 

"As of now, we don't see many Asian central 
banks being forced into actions because of the 
Fed," said Aidan Yao, senior emerging Asia 
economist at AXA Investment Managers Asia. 
"Overall, we think the domestic factors have so 
far outweighed the Fed in influencing policy 

actions in Asia." 
The Bank of Korea warned on Thursday that 
household debt was growing much faster than 

the Organization for Economic Cooperation and 
Development average, as large mortgages and 
high rents drive up indebtedness. 
Two Bank of Thailand board members voted for 

a rate hike on Wednesday, arguing that keeping 
borrowing costs too low could cause households 
and firms to underestimate financial risks. 
"Inflation is starting to go up, growth is strong 
and interest rates are at extremely low levels," 
said Khoon Goh, head of Asia Research at ANZ. 
"We expect them to hike interest rates in 

November, even though trade tensions are 
simmering in the background." 
 
(Reporting by Leika Kihara 
Editing by Shri Navaratnam) 
(( leika.kihara@thomsonreuters.com ; +813-6441-
1828; Reuters Messaging: 
leika.kihara.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China 

China issues 4.4 trln yuan of bonds in 

August  

18-Sep-2018  

BEIJING, Sept. 18 (Xinhua) -- The value of 

bonds issued in China last month totaled 4.4 
trillion yuan (about 641 billion U.S. dollars), 
according to data from the central bank. 

Treasury bond issuance stood at 369.5 billion 
yuan, while local government bond issuance was 
worth 883 billion yuan, according to the People's 
Bank of China. 

By the end of August, the size of outstanding 
bond market debt was 81.9 trillion yuan. 
A number of regulations were introduced last 
year to rein in financial risks as local 
government debt and corporate leverage 
increased. 

The central bank has pledged more efforts to 
improve the disposal of bond defaults, and unify 
rules on approval and information disclosure of 

corporate credit bond issuance. 
Last year, China issued bonds worth 40.8 trillion 
yuan, up 12.9 percent from the previous year.  
 
Copyright (c) 2018 Xinhua News Agency 
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S&P maintains China's 'A+/A-1' credit 

rating, stable outlook  

21-Sep-2018  
Sept 21 (Reuters) - S&P Global Ratings on 

Friday maintained its 'A+/A-1' rating on the 
People's Republic Of China, citing the 
government's reform agenda, growth 
prospects and strong external metrics. 

The outlook on China is 'stable', S&P said, which 
reflects the rating agency's view that the country 
would maintain its gross domestic product (GDP) 
growth and improved fiscal performance in the 
next three to four years. 

"Policy changes have helped to rein in credit 
growth and reduce the reliance of economic 

growth on public investment. If these trends 
continue, risks to Chinese economic and financial 
stability could moderate," S&P said in a 
statement. 
The rating agency said it may raise its rating 
on China if credit growth slows significantly 
and is kept below the current rates, but may 
downgrade if it sees a higher likelihood that 
China would allow higher credit growth. 

S&P Global Ratings expects China's economic 
growth to remain strong at close to 6 percent or 
more annually through at least to 2020. 
"We also expect credit growth in China to be a 

little above that of nominal GDP over this 

period." 
Last year, S&P downgraded China's long-term 
sovereign credit rating, citing increasing risks 
from its rapid build-up of debt. 
 
(Reporting by Manas Mishra in Bengaluru; Editing by 
Gopakumar Warrier) 

(( Manas.Mishra@thomsonreuters.com ; within U.S. 
+1 646 223 8780, outside U.S. +91 806749 8325; 
Reuters Messaging: 
manas.mishra.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India fin min says confident of meeting 

fiscal deficit target  

15-Sep-2018  
•Fiscal year to end without spending cuts – 
fin min 
•Will have higher-than-projected growth rate 
– fin min  
•Prime Minister satisfied with broad econ 
parameters 

By Neha Dasgupta and Nigam Prusty 

NEW DELHI, Sept 15 (Reuters) - India's finance 

minister said on Saturday that the 
government is confident of meeting its fiscal 
deficit target of 3.3 percent of gross domestic 
product in the current fiscal year, a day after 
outlining a number of measures to bolster the 
falling rupee. 
In a message clearly aimed at allaying market 
concerns that a confluence of factors could derail 

the Indian economy, Finance Minister Arun 

Jaitley said on Saturday the government is sure 

of meeting the fiscal deficit target given robust 
tax collections. 
"We will have a growth rate higher than what 
we'd projected earlier this year in the budget," 
Jaitley said, after he and his team briefed Prime 
Minister Narendra Modi on the economy.  

Jaitley's message comes a day after he outlined 
a slew of measures aimed at stemming a decline 
in the rupee - the worst-performing Asian 
currency this year.  
Despite strong GDP growth, the rupee has 
weakened about 11 percent this year amid 
higher oil prices and an emerging markets 
sell-off. This has widened India's current 

account deficit and pushed its balance of 
payments into the red in April-June for the 
first time in six quarters. 

"The government is confident and will strictly 
maintain the 3.3 percent fiscal deficit target," 
said Jaitley, adding Modi expressed satisfaction 
on the macro-economic data that has so far 
emerged for this year.  

Jaitley said the fiscal year that ends in March 
2019, will be completed without any spending 
cuts, adding that inflation remained broadly 
under control.  
India on Friday said it will take steps to cut down 
"non-necessary" imports, ease overseas 
borrowing norms for the manufacturing sector 

and relax rules around banks raising masala 

bonds, or rupee-denominated overseas bonds. 
 
(Reporting by Neha Dasgputa and Nigam Prusty; 
Writing by Sankalp Phartiyal 
Editing by Euan Rocha and Toby Chopra) 
(( sankalp.phartiyal@thomsonreuters.com ; +91-22-
61807186; Reuters Messaging: 
sankalp.phartiyal.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India’s External Debt Financing 

Rollover Risks Manageable-Barclays  

17-Sep-2018  
By Dipika Lalwani 

NewsRise 
MUMBAI (Sep 17) -- India’s external debt 

financing rollover risks are broadly 
manageable, as average monthly external 
commercial borrowing issuance has been 
much larger than average future monthly 

maturities, Barclays says. India's external debt 
as of March 2018 stood at $222 billion, it adds. 
“Examining the potential risks related to this 
external debt, we note that about $195 billion is 

linked to FX deposits, trade financing and 
sovereign borrowing, which we believe should be 
easily rolled over. The remainder is external 
commercial borrowings, which we examine more 
closely for its vulnerability in terms of rollover 

risk,” Rahul Bajoria, senior regional economist 
(Asia) and Siddhartha Sanyal, senior India 

economist at Barclays say. “Over the 12 months 
from September 2018, India’s maturity profile 
requires approximately $31.3 billion of 

mailto:Publicdebtnet.dt@tesoro.it
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commercial borrowings to be rolled over, with a 

peak of $4.7 billion of maturities in November, a 

month when maturities at several government-
linked companies and private sector borrowers 
historically have spiked. Rollover risk will 
subside in H1 2019, before rebounding 
materially in H2 2019.” House believes India’s 
import cover ratio remains robust, despite 

recent correction. Spillover effects on refinancing 
owing to recent default by Infrastructure Leasing 
and Financial Services is seen limited, note adds. 
 
- By Dipika Lalwani; dipika.lalwani@newsrise.org; 
+91-22-61353311 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bond Outflow May Continue Until 

Rupee Stabilizes, Foreign Investors 

Say  

19-Sep-2018  

By Dharam Dhutia 
NewsRise 
MUMBAI (Sep 19) -- Investors are likely to 

dump more of Indian sovereign bonds as the 
rupee’s slump to Asia’s worst performing 
currency and concerns about faster pace of 
rate increases at home and in the U.S. damp 
their appetite. 

“The continuous plunge in the Indian rupee has 

made Indian government bonds rather 
unattractive to hold at this juncture,” said Esther 
Law, senior investment manager, emerging 
markets debt at Amundi Asset Management. “I 
expect this trend to continue until the currency 
stabilizes.” 
Foreign investors have been net sellers of 
Indian government and corporate debt in 
seven of the 10 months in 2018, with a total 
net sale of $6.93 billion, data from Clearing 
Corp. of India and National Securities 

Depository Ltd. showed. The rupee has fallen 
by nearly 14% this year amid a rout in several 
emerging market currencies and rising crude oil 

prices that threaten to widen India’s current 

account deficit. 
Indian government bond yields have been rising 
over the past few months, with the benchmark 
yield rising in 10 of last 12 months till August 
with total rise of 142 basis points; the yield is up 
by 14 basis points so far this month. Meanwhile, 
10-year U.S. Treasury yield has risen by 73 

basis points in 12 months to August. 
“In the event that emerging market currencies 
remain under pressure from a rising dollar, then 
we would expect foreign demand for Indian 
government bonds to be restrained,” said Stuart 
Ritson - portfolio manager, emerging markets 

debt at Aviva Investors. “It will take stabilization 
in the rupee for foreign demand to return in any 
significant fashion.” 
Last week, the government said it will allow local 
manufacturing companies to raise foreign loans 
of one year maturity, exempt masala bonds 

from withholding tax and review the exposure 

limit in corporate bonds and that may lead to 

inflows of up to $10 billion. However, the rupee 
reacted negatively as the measures were not 
seen enough to tackle the fall. It was trading at 
72.56 per dollar against 72.99 record low hit 
yesterday. 
According to Manu George, senior investment 

director, Asian fixed income at Schroders, the 
rupee’s worst performance among its peers is 
because of India’s weakened balance of 
payments and negative fiscal balance situation. 
At a time when markets are concerned not 
only about current account deficits but high 
external debt as well, encouraging corporates 
to increase their overseas borrowings seems 

counter-productive, ANZ Research said. 

“Policymakers said that they are looking at 
reducing non-essential imports and ways to 
boost exports to reduce the trade deficit. It 
would have been better for the full suite of 
measures to have been worked out and 
announced together,” Khoon Goh, head of Asia 

Research, ANZ said. “Until then, the pressure on 
the rupee will remain.” 
Foreign players also see risks of two more rate 
hikes from the U.S. Federal Reserve that may 
spur more outflows. 
Amundi Asset Management’s Law said two rate 
increases by the Fed are not fully priced in, and 

if there are two hikes by December, it is possible 
to see upside pressure on Treasury yields and 

thus more fund flows going back to the U.S. 
George from Schroders also said any significant 
and “unpriced” pick up in Fed rate hikes could 
see a potential for inflows into the U.S. 
Meanwhile, the slump in the rupee and rising 

crude oil prices have led to calls for a faster pace 
of rate increases in India. Law expects two more 
rate increases from the Monetary Policy 
Committee over the next 12 months. The MPC 
raised its rate by 25 basis points each in June as 
well as in August. 

“There is also no guarantee that a sharp rise in 
rates will pull in fresh inflows. This is because 
the bond curve is already steep and peer 
countries are also frantically hiking rates,” ICICI 

Securities Primary Dealership economists 
Prasanna A and Abhishek Upadhyay said. “In 
this scenario, it is difficult to pinpoint at what 

level of policy rates FPI flows will resume. 
Moreover, using interest rates to manage forex 
will compromise the inflation targeting mandate 
and the independence of the MPC.” 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Gain As Rupee Recovers 

From Record Low   

19-Sep-2018  

By Dharam Dhutia 
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NewsRise 

MUMBAI (Sep 19) -- Indian government bonds 

rose today as the local currency recovered 
from a record low hit yesterday amid 
expectations that the government may soon 
announce measures to stem a further 
depreciation in Asia's worst performing 
currency. 

The benchmark 7.17% bond maturing in 2028 
ended at 94.15 rupees, yielding 8.07%, in 

Mumbai, against 93.74 rupees and 8.14% yield 
at previous close. The yield posted its biggest 
single-session fall since Aug. 1. The rupee 
settled at 72.37 to dollar after falling to 72.99 
yesterday. 
“Bonds have been tracking the rupee very 
closely,” Mayur Chauhan, fund manager - debt 

at Quantum Mutual Fund," said. "Stability in 
rupee and crude oil would be needed for any 
sustained rally.” 
Indian bonds have been tracking the rupee over 
the last few weeks amid heightened 
expectations that the nation’s central bank may 
hike interest rates and directly supply dollars to 

oil importers to curb the rupee’s slide that raises 
inflation risks. 
The rupee has fallen by 13% so far in 2018 amid 
a rout in emerging market assets and concerns 
over worsening of India’s current account and 
fiscal deficits. 

The currency has depreciated over its fair value 
and is likely to correct going ahead, Ashima 

Goyal, member of Prime Minister’s Economic 
Advisory Council said. 
“The RBI and the government are committed 
to prevent excess volatility, which means 
sustained one-way movements and sharp 
depreciation in excess of fair value can be 
expected to reverse,” Goyal told NewsRise. 

Until the rupee stabilises, foreign investors are 
likely to remain wary of Indian bonds, according 
to fund managers. 
“The continuous plunge in the Indian rupee has 
made Indian government bonds rather 
unattractive to hold at this juncture,” Esther 
Law, senior investment manager, emerging 

markets debt at Amundi Asset Management, 

said. 
Foreign investors have been net sellers of Indian 
government bonds in five out of the six months 
in this financial year, with a total net sale of 278 
billion rupees, according to data from Clearing 
Corp of India Ltd. 

Crude oil prices remained elevated, as concerns 
that producers will not be able to respond to a 
shortfall in supply weighed. The benchmark 
Brent crude oil contract was steady at $78.96 
per barrel after falling by 1.3% yesterday. India 
imports 80% of its crude oil requirements. 

The Reserve Bank of India bought 100 billion 
rupees of government bonds under an open 
market operation today. This was the fourth 

such auction this financial year. Indian financial 
markets will be shut tomorrow for a local 
holiday. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 

91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 

 
 

India's Short End Bonds May See 

Aggressive Bids At Auction 

21-Sep-2018  

By Dharam Dhutia 
NewsRise 
MUMBAI (Sep 21) -- Indian federal 

government’s INR120 billion weekly bond 
auction may see strong demand from across 
market segments, with aggressive bids at 

short end, traders say. New Delhi selling five 

bonds today, including INR40 billion of 2031 

FRB, INR20 billion each of 2020, 2026, 2034 and 
2046 notes. “There are high chances that 2020 
bond will be bought by some banks as we have 
space in that segment after the OMO purchase,” 
trader with primary dealership says. RBI bought 
INR88 billion of 2020 and 2022 notes at OMO 
purchase earlier this week. Cutoff for 2020 and 

2026 note seen near current market prices. “FRB 
is expected to be second most bid paper due to 
heavy demand from state-run banks,” another 
trader says. Large state-run insurance company 
seen buying long term bonds, he adds. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 

- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia’s External Debt Growth 

Slowed  

17-Sep-2018  
Indonesia's external debt growth at the end 
of July 2018 slowed. Indonesia's external 
debt at the end of July 2018 amounted to 
USD358.0 billion, consisting of government 
and central bank external debt of USD180.8 
billion, as well as private sector, including 
state-owned enterprises, external debt of 

USD177.1 billion. Indonesia's external debt 
grew at 4.8% (yoy), slower than previous 
month's growth of 5.5% (yoy). The slowdown in 
external debt growth mainly due to lower growth 
of government's external debt compared to the 
previous period.  
Government's external debt at the end of July 

2018 grew 4.1% (yoy), slower than the previous 
month's growth of 6.1% (yoy). The government 
external debt at the end of July 2018 amounted 

to USD177.4 billion, slightly increase compared 
to the previous month's position due to net 
withdrawals of loans, particularly multilateral 

loans, and net purchases of domestic 
government securities (SBN) by foreign 
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investors during July 2018. After the Fed Fund 

Rate hike in mid-June 2018, financial markets 

are heading at a new equilibrium level and 
foreign investors are returning to the domestic 
SBN market. The Government constantly 

monitors the condition of the domestic 
financial market in order to maintain the 
stability of the SBN market which is also 
influenced by external factors, in addition to 

optimize the use of foreign loans to finance 
development in productive sectors.  

Private's external debt at the end of July 2018 
mainly owned by financial and insurance sector, 
manufacturing sector, electricity, gas & water 
supply sector, and mining sector. The shares of 
these four sectors' external debt to total private 
sector external debt reached 72.7%, increased 

slightly compared with the previous month 
shares. The annual external debt growth of the 
four sectors rose at the end of July 2018, with 
the highest increase charted by the electricity, 
gas & water supply sector and manufacturing 
sector.  
The structure of external debt at the end of July 

2018 remains manageable with healthy level. 
This is among other reflected in the ratio of 
Indonesia's external debt to Gross Domestic 
Product (GDP) that is stable at around 34% at 
the end of July 2018. The ratio is better than the 
average ratio of peer countries. Based on 

original maturity, the Indonesia's external debt 
structure at the end of July 2018 was still 

dominated by long-term debt, accounted for 
86.4% of total external debt. Bank Indonesia in 
close coordination with the Government 
continues to monitor the development of 
external debt to optimize the external debt's role 

in supporting development financing without 
incurring the risks that may affect 
macroeconomic stability.  
 
(C) Copyright 2018 - Bank Indonesia 
 
 

Indonesia woos millennials with 7.3 

trln rupiah online retail savings bonds  

18-Sep-2018  
JAKARTA, Sept 18 (Reuters) - Indonesian 

government sold 7.32 trillion rupiah ($490.5 
million) worth of bonds to local retail 
investors through online offering, the finance 

ministry's financing and risk management 
office said on late on Monday. 

The issue is the highest for its series, the retail 
savings bonds, and nearly four times the size 
sold in the previous issuance, according to 
finance ministry data. 
The bonds, maturing September 2020, were 
sold as part of efforts to reduce the portion of 

foreign ownership by reaching out to new 
domestic investors. 

Nearly 80 percent of the 21,672 investors were 
new, with about 41 percent of them aged 18 to 
38 years, which the ministry categorized as 
'millennials'. 
These millennials were investing in government 
securities for the first time, buying as little as 1 

million rupiah worth of bonds, the finance 

ministry said in a statement. 

The government attached a floating rate to the 
bonds with a floor of 8.05 percent. 
The bonds, called SBR004, were the second 
retail savings bonds sold through online 
channels following its predecessor SBR003 and it 
was about 4.9 times oversubscribed compared 

to the preliminary target told by distribution 
partners. 
Previously, Indonesia raised 1.93 trillion rupiah 
during the SBR003 issuance with a floating 
coupon rate flooring at 6.80 percent. 
Bank Indonesia (BI) Deputy Governor Dody Budi 

Waluyo said the central bank was focused on 
maintaining the rate differential against other 
economies to remain as an attractive investment 

destination. BI has increased its benchmark rate 
by 125 bps so far this year. 
 
($1 = 14,925 rupiah) 
(Reporting by Tabita Diela; Editing by Gopakumar 
Warrier) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Israel 

Israel net creditor level dips to $156.9 

bln in Q2  

20-Sep-2018  
Sept 20 (Reuters) - Israel's position as a net 
creditor narrowed to $156.9 billion in the 
second quarter from $164.6 billion at the end 
of 2017, the Bank of Israel said on Thursday.  

- Israel has been a net lender to other countries 
and its  

net external debt has been negative since 2002.  
- Israel's external debt-to-GDP ratio rose 1.2 
points to 26.4 percent at the end of June. 
- The value of foreigners' financial portfolio on 
the Tel Aviv Stock Exchange in the April-June 
period rose by $4.5 billion to $45.6 billion. 
 
(Reporting by Steven Scheer, Editing by Ari 
Rabinovitch) 
(( steven.scheer@thomsonreuters.com )( +972 2 632 
2210) (Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kazakhstan 
 

Kazakhstan to issue 1bn-dollar bonds 

to finance deficit  

20-Sep-2018  

Astana, 18 September: The Kazakh Ministry of 

Finance is planning to issue debt securities 
worth 1bn dollars in 2018 due to a budget 
deficit, according to a draft resolution of the 

government "On the issuance of securities 
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intended for placement on foreign debt 
markets". 

"Not less than 1bn dollars' worth of debt 

securities (treasury bills) shall be issued in 2018 
for placement on foreign debt markets," the 
draft resolution said. 
The authors of the resolution said that the 
document is aimed at "the issuance of securities 
on foreign debt markets to finance a budget 

deficit for 2018". 
The draft resolution has been publicised for 
public discussion until 1 October this year. 
 
Source: KazTAG news agency, Almaty, in Russian 
1041 gmt 18 Sep 18 
BBC Mon CAU da 
Copyright © 2018 BBC Monitoring Service 
 
 

Lebanon 

Lebanon president: negative rumors 

about the economy harm country  

19-Sep-2018  
BEIRUT, Sept 19 (Reuters) - Lebanon's 

currency is not in danger and rumors about 
the economy are causing harm, President 
Michel Aoun said on Wednesday, amid 
concern that a political deadlock has blocked 
urgent reforms and left the heavily indebted 
country vulnerable. 

Lebanon has been without a government for four 
months since a national election. The central 

bank has issued repeated assurances about the 
soundness of the Lebanese pound's peg to the 
dollar and the size of its foreign currency 
reserves, in response to speculation over the 
currency's future. 
"The Lebanese pound is not in danger and 

Lebanon is not on the road to bankruptcy. The 
economic situation is difficult but the things 
being spread as rumors are harming Lebanon," 
Aoun said, in comments published by his office. 
"We do not deny that there is a crisis," Aoun 
said, but added that the country was working to 
address it.  
Lebanon had the world's third highest debt-
to-GDP ratio, at over 150 percent, at the end 
of 2017. The International Monetary Fund 
wants to see immediate and substantial fiscal 
adjustment to improve debt sustainability. 

The failure of politicians to form a government 
needed to undertake the necessary reforms 
following the parliamentary election in May has 
added to concern for the economy.  

Leaders from across the political spectrum have 
in recent months said the political stalemate is 
harming the economy and a government needs 
to be formed. Parliament Speaker Nabih Berri 
this month said the country was in "intensive 
care" and the economic situation was "very 

dangerous". 
While politicians have stopped short of saying 
the peg is in danger, some economic analysts 
abroad have been considering the possibility of a 
devaluation.  

"Lebanon's ongoing political stalemate has 

renewed market concerns over the country's frail 

balance sheets which could propel the 
government to devalue the Lebanese Pound ... 
Under this scenario, the authorities would find it 
increasingly challenging to service their large 
foreign currency debts," Japan's MUFG Bank said 
in a report on Wednesday. 

 
(Reporting by Lisa Barrington Editing by Peter Graff) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Malaysia weighing debt issuance, asset 

sales to meet financing needs  

19-Sep-2018  
KUALA LUMPUR, Sept 19 (Reuters) - Malaysia 

on Wednesday said it will consider a 
combination of new debt issuance and asset 

sales to meet its short-term financing needs 
after a scrapped consumption tax was 
expected to leave a revenue shortfall. 

The Mahathir Mohamad-led government 
removed the unpopular goods and services tax 
just weeks after a stunning victory in a May 
general election, and replaced it with a new tax 
structure that would only bring in half as much 

revenue as the previous one. 
High debt levels are also a concern for the 
government, which has blamed the previous 
administration of Najib Razak for bringing the 
country's liabilities to around 1 trillion ringgit 

($241.43 billion). The debt includes that of 
state fund 1MDB, which is the subject of money 
laundering investigations in several countries. 
In a statement on Wednesday, Finance Minister 

Lim Guan Eng said any additional debt issuance 
will be gradual and made known to the market 
through the auction calendar, in line with current 
practice.  
"This will ensure that investors would be able to 
absorb the additional issuances without major 

adjustments in yields that could increase the 
borrowing cost of the government," he said.  
The government would also consider selling 
some of its shares and land, and lease its idle 
assets and buildings, Lim said.  
Malaysia plans to avoid over reliance on any one 
type of financing. 

"The priority is towards finding the lowest 
financing cost," Lim said, adding that timing will 
be guided by the ability of the financial markets 
to absorb the fund raising in an orderly manner. 
 
($1 = 4.1420 ringgit) 
(Reporting by Rozanna Latiff and A. Ananthalakshmi; 
Editing by Kim Coghill and Sam Holmes) 
(( rozanna.latiff@thomsonreuters.com ; +603 
23338034; Reuters Messaging: 
rozanna.latiff.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Oman 

Oman central bank foreign assets fall 

to five-year low as deficit weighs  

20-Sep-2018  
By Andrew Torchia 
DUBAI, Sept 20 (Reuters) - The Omani central 

bank's foreign assets fell to a five-year low in 
July as a deficit in goods and services trade 
continued to drain the country's external 
reserves, central bank data showed on 
Thursday. 

The assets, including gold bullion, slipped to 

5.92 billion rials ($15.4 billion), down 18.2 
percent from a year earlier and 3.5 percent 

lower than their level in June. 
That left the assets equivalent to about seven 
months of Oman's merchandise imports -- still a 
comfortable level, since economists traditionally 

view three months of import cover as sufficient. 
But the decline in assets is worrying to some 
investors given Oman's external debt, which 
has increased rapidly in the last few years as 
the country borrows abroad to finance state 
spending and development projects in an era 
of low oil prices. 

The ratio of Oman's external government debt to 
gross foreign exchange reserves jumped to 70 
percent in 2017 from 36 percent in 2016 and 6 

percent in 2015, according to a central bank 

report published on Thursday.  
"Public policy must continue to focus on reducing 
the non-oil current account deficit so that a 
recovery in oil prices could be used to 
strengthen the country's external buffers," the 

report said. 
Gross foreign exchange reserves, which include 
assets such as the holdings of Oman's sovereign 
wealth funds as well as the central bank's 
reserves, totalled slightly over 12 billion rials at 
the end of last year, according to the report. 
Pressure on the reserves has decreased this 

year as a partial rebound of oil prices has shrunk 
Oman's state budget deficit, reducing the need 

to run down the reserves to cover the deficit.  
The budget deficit for the first half of 2018 
shrank 42 percent from a year earlier to 1.41 
billion rials, according to the latest finance 
ministry data.  

In the first half of last year, the government 

drew down 500 million rials from its financial 
reserves to cover the deficit; in the first half of 
2018, it did not use that method of financing, 
the data shows. 
However, the current account is continuing to 
drain foreign exchange reserves. Although the 
Brent oil price has climbed to near $80 a barrel 

this year, Oman would need oil prices to average 
$84.1 in 2018 to eliminate its current account 

deficit, the International Monetary Fund has 
estimated. 
 
(Reporting by Andrew Torchia; Editing by Susan 
Fenton) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 

7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Pakistan's new govt hikes taxes, cuts 

spending for economy in 'intensive 

care'  

18-Sep-2018  
By Saad Sayeed and Asif Shahzad 
ISLAMABAD, Sept 18 (Reuters) - Pakistan's 

new government announced cuts in planned 
development spending and a tax increase for 

higher earners on Tuesday, unveiling a mini-
budget aimed at shoring up an economy in 
danger of needing another International 
Monetary Fund bailout. 

Since taking office in mid-August, Prime Minister 
Imran Khan's populist government has urgently 
sought to avert a currency crisis, with analysts 
expecting the country to request IMF help due to 

a ballooning current account deficit. 
Presenting his mini-budget to parliament, 
Finance Minister Asad Umar described the 
economy as being in an 'intensive care unit', 
while announcing measures he said would boost 
revenues by 183 billion rupees ($1.5 billion). 
Umar outlined other steps being taken to 

reduce a budget deficit that ballooned to 6.6 
percent in the fiscal year ending June 30, 
including amendments to the 2018/2019 
spending plans announced by the previous 
government in May. 

Developmental spending, which was planned to 
hit 800 billion rupees in 2018/2019, has been 
trimmed to 725 billion. 
"These are immediate fiscal measures for the 

economy that at present is in ICU," Umar said, 
adding that the budget deficit was set to expand 
to 7.2 percent without these new measures. 
Umar said it was vital to trim spending and 
reduce Pakistan's reliance on debt. 
Umar rolled back tax cuts awarded top earners 
by the previous Pakistan Muslim League-Nawaz 

(PML-N) government, which slashed taxes 
including the top rate of tax to 15 percent from 
30 percent. 
Now salaried people earning over 200,000 
rupees per month face tax rates of up to 25 
percent, and non-salaried up to 29 percent for 
non-salaried. 

"We will raise 183 billion rupees in additional 
revenue. Half will come by instituting better 
administrative procedures that use technology to 
plug leaks in the system," Umar said, referring 
to tax avoidance. 
Umar also announced higher import duties for 

luxury vehicles and higher tobacco taxes, while 

an increase in the levy on petrol was scrapped. 
"We have placed 100 percent of the burden on 
rich people," Umar told parliament. 
Khan's government has sought to implement a 
programme of austerity, including selling the 
prime minister's luxury vehicles and converting 
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colonial-era government buildings into public 

spaces, though critics have labelled the efforts a 

gimmick. 
Umar said Pakistan needs to get out of a cycle of 
economic instability, and it was vital to reduce 
spending, but without hurting the poor. 
"The poor already have their few resources 
stressed, we cannot burden them further," he 

added.  
 
($1 = 122.4200 Pakistani rupees) 
(Reporting by Saad Sayeed and Asif Shahzad; writing 
by Drazen Jorgic; Editing by Simon Cameron-Moore) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan PM leaves for Saudi Arabia 

amid bailout speculation  

18-Sep-2018  
By Saad Sayeed 
ISLAMABAD, Sept 18 (Reuters) - Pakistani 

Prime Minister Imran Khan left for Saudi 
Arabia on Tuesday, the foreign office said, 

amid speculation he may be seeking economic 
assistance from a staunch ally instead of 
another IMF bailout.  

Khan, on his first international visit since taking 
office last month, was accompanied by Finance 
Minister Asad Umar and Foreign Minister Shah 

Mehmood Qureshi at a time when the country is 
trying to avert a balance of currency crisis 

stemming from a large current account deficit. 
Analysts say a fresh bailout package from the 
International Monetary Fund, which would be its 
13th since late 1980s, is inevitable. 
But Umar recently said an IMF rescue was a 
"fallback option" and that the government was 
exploring other avenues for assistance, which 

was broadly interpreted as Islamabad seeking 
help from China and Saudi Arabia, both of which 
have provided vast loans in the past. 
"The Prime Minister will call on His Majesty King 
Salman and hold a bilateral meeting with the 
Crown Prince," Pakistan's foreign office said in a 

statement. "The two leaders will discuss issues 

of bilateral interest." 
In 2014, six months after Pakistan obtained its 
last IMF bailout, Saudi Arabia loaned Pakistan 
$1.5 billion, which the government used to 
strengthen its rupee currency. 
Pakistan's current account deficit widened 43 

percent to $18 billion in the fiscal year that 
ended June 30, while the fiscal deficit has 
ballooned to 6.6 percent of the economy. 
Khan's government came to power on the back 
of populist assurances to root out corruption and 
reduce poverty. Since taking office, the 
government has initiated a number of symbolic 

austerity measures while promising social 
welfare reforms.  
The government on Tuesday announced tax 
increases for middle and high-income earners 
and a spike in import duties on luxury products 
in a bid to raise 183 billion rupees($1.48 billion) 

in additional revenue.  

 
(Writing by Saad Sayeed) 
(( saad.sayeed@thomsonreuters.com ; 
+923355575558; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi forex reserves rising, capital 

outflows due to investment  

16-Sep-2018  
•Quasi-sovereign Saudi institutions investing 
more overseas 
•Commercial bankers believe Public 
Investment Fund involved 
•Foreign reserves increased moderately last 

month 
•Authorities not imposing capital controls 

By Marwa Rashad and Stephen Kalin 
RIYADH, Sept 16 (Reuters) - Foreign reserves 

at Saudi Arabia's central bank have been 
increasing this year and a large proportion of 
recent capital outflows has been due to 
foreign investment by other Saudi 
institutions, a senior central bank official said 
on Sunday. 

Brent oil has jumped near $80 a barrel from $67 
at the end of 2017, swelling Saudi Arabia's 
current account surplus and shrinking its state 

budget deficit; this has reduced the need to 
liquidate assets to finance government spending. 
However, the central bank's net foreign assets -- 
a measure of the country's ability to defend its 

currency if needed -- have risen only marginally, 
to $493.8 billion at the end of July from $488.9 
billion at the end of 2017. 
Data for August has not yet been published, but 
Ayman bin Mohammed al-Sayari, deputy 
governor for investment, said the foreign 

reserves increased last month. Using a slightly 
different definition which includes gold and 
special drawing rights, he said the reserves rose 
to $509-510 billion at the end of August from 
$502 billion in July. 
Sayari said Saudi institutional investors were 
coming to the central bank to exchange their 
local currency for hard currency that would be 

used to invest abroad. 

This may explain the slow pace of increase in 
the central bank's foreign assets this year.  
“A lot of the capital flows or at least a 
considerable portion of that...figure was merely 
some other institutional investors, quasi-
sovereign, who have elected to...invest more 

internationally than locally," he told a news 
conference. 
This pattern was seen in the first two quarters of 
the year, he said. 
Sayari did not name the institutions, but many 

commercial bankers believe the Public 
Investment Fund, the kingdom's top sovereign 

wealth fund, is boosting its spending abroad.  
The PIF's assets, estimated at over $250 billion, 
are mostly in the form of domestic equities and 
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land. The fund has said it will raise the foreign 

portion of those assets substantially in order to 

boost returns and win access to technology and 
markets that benefit the Saudi economy. 
For example, in late 2016 the PIF said it would 
invest up to $45 billion over five years in a 
technology fund created with Japan's Softbank. 
In recent months it bought a stake of about 5 

percent in U.S. electric car maker Tesla. 
Some economists have suggested capital flight 
from Saudi Arabia -- private citizens parking 
money abroad because of concern about its 
safety -- may have increased after a massive 
government crackdown on corruption around the 

end of 2017. 
However, official data do not show this 
conclusively, and some commercial bankers 

believe private capital flows out of the country 
may actually have decreased because the 
central bank began monitoring them more 
carefully after the crackdown. 

Sayari stressed that authorities were not 
imposing capital controls to curb outflows of 
funds. 
"There's no capital flow constraints or 
restrictions in the kingdom...Investors are of 
course free to express their views on markets 
whenever they see opportunities, local or 

international." 
 
(Reporting by Marwa Rashad and Stephen Kalin; 
Writing by Andrew Torchia; Editing by Emelia Sithole-
Matarise) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Korea 

Malaysian Rating Corporation Berhad 

affirms South Korea’s foreign currency 

sovereign rating at AAA   

20-Sep-2018  
A strong record of fiscal prudence has led to a 
sound fiscal position. Given the new 
administration's expansionary fiscal policy 
and welfare spending, South Korea's fiscal 
balance is expected to fall into a deficit of 

1.7% of GDP in 2018. The government, a net 
creditor, has reserves equivalent to about 30% 
of GDP. As of end-3Q2017, government debt 

stood at a relatively low 36.7% of GDP.  
Thanks to persistent current account surpluses, 
South Korea has built up a strong external 
position.  
Its foreign exchange reserves as of end-July 
2018 stood at USD402.4 billion. With a net 
international investment position equivalent to 

16.2% of GDP (end-2017), it is a net 
international creditor. It is not surprising then 
that capital flows have proven relatively resilient 
despite US monetary tightening and geopolitical 
tensions.  
A rapidly ageing population continues to weigh on 

South Korea's sovereign credit rating. Over the 

1997-2017 period, the proportion of those aged 

65 or over more than doubled to 13.9% from 
6.4%. The impact on economic growth, 
productivity and fiscal cost going forward is a 
credit concern. Meanwhile, inadequate social 
protection, which is creating poverty among the 
elderly, has affected consumption spending.  

With the Korean Peninsula remaining in a 
technical state of war, and the US and North 
Korea at times engaging in 'belligerent rhetoric,' 
geopolitical tensions have never been far away. 
Against this backdrop, there is always the 
possibility of an unexpected event triggering a 

military confrontation. Even if that does not 
happen, rising tensions have the potential to 
negatively affect consumer and business 

sentiment, with implications for economic 
growth.  
 
(C) Copyright 2018 - Malaysian Rating Corporation 
Berhad 
 
 

Sri Lanka 

Sri Lanka plans 10 pct increase in 2019 

government expenditure  

20-Sep-2018  
COLOMBO, Sept 20 (Reuters) - Sri Lanka plans 

to increase its government expenditure by 
10.1 percent in 2019 to 4.38 trillion rupees 
($25.98 billion), a finance ministry document 
showed on Thursday. 

Finance Minister Mangala Samaraweera has also 
sought cabinet approval for 1.9 trillion rupees 

borrowing next year, up 3 percent from its 
estimate for this year, government data showed. 
The government must repay a record $4.22 
billion next year including $3.26 billion 
principal repayment, finance ministry data 
showed.  

The government, however, has not revised its 
medium-term budget deficit target of 3.5 

percent of the gross domestic product in 2020. 
Samaraweera will present the 2019 budget in 

the second week of November, finance ministry 
officials say. 
The International Monetary Fund in June said Sri 
Lanka's economy remains vulnerable to adverse 
shocks because of sizable public debt and large 

refinancing needs. 
 
($1 = 168.6000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez Editing 
by Matthew Mpoke Bigg) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2018. 
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Uzbekistan 

Uzbekistan appoints HSBC banker to 

run debt office, readies Eurobond  

19-Sep-2018  
Uzbekistan has appointed HSBC banker 
Odilbek Isakov to head its new debt-
management office, with an eye to issuing its 
first Eurobond next year, the ministry of 

finance said on Tuesday, Reuters reports. The 
move takes Uzbekistan a step closer to 
attracting foreign capital to its debt markets, a 

process that started last year when President 
Shavkat Mirziyoyev began seeking an 
international sovereign credit rating - a 

necessary precursor to a Eurobond. Isakov, an 
Uzbek national, previously a director in HSBC's 
sovereign bond origination team, has been 
named adviser to the minister and head of the 

new Sovereign and Corporate Debt Division, the 
ministry of finance said. Isakov will oversee the 
once-closed nation's efforts to obtain a credit 
rating and issue a Eurobond. HSBC declined to 
comment on Isakov's appointment. 
Uzbekistan is targeting a roadshow for the 
bond in the first quarter of next year, the 

person said. Uzbek officials had previously 
said the debut Eurobond would be issued this 

year. Uzbekistan's neighbour Tajikistan, rated 
six notches below investment grade, issued its 

first $500 million Eurobond in September 2017, 
paying 7.125 percent for 10-year cash. The 
Uzbek bond would have to be at least $500 
million to be eligible for JP Morgan's EMBI global 

emerging debt benchmark. A source also said JP 
Morgan had been added to the list of banks that 
would advise on the issue, in addition to Citi. Citi 
and JP Morgan declined to comment. Isakov's 
appointment would mark a step forward in 
Uzbekistan's engagement with markets.  
Last September, it liberalised its exchange-

rate regime and kicked off various reforms 
that have unlocked funding from lenders such 
as the World Bank and European Bank for 

Reconstruction and Development. The 
Tashkent Stock Exchange has a market 
capitalisation of just $1.6 billion. Foreigners are 
permitted to invest, but they need central bank 
permission to buy shares in local banks. Ratings 

agencies Moody's and S&P Global said they did 
not comment on the ratings process. Fitch said it 
does not comment on countries it does not rate. 
 
©AKIpress Provided by SyndiGate Media Inc. ( 
Syndigate.info ). 
Copyright (c) 2018 SyndiGate. All Rights Reserved. 
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Croatia 

Croatia think tank sees small general 

budget surplus this year   

19-Sep-2018  

ZAGREB, Sept 19 (Reuters) - Croatia could post 

a general budget surplus this year and next, 
the partly state-funded Zagreb Economic 
Institute said in its latest outlook on 
Wednesday. 

Croatia registered a general budget surplus of 
0.8 percent of gross domestic product (GDP) in 

2017, the first time the newest European Union 
member has done so since it adopted the EU 
methodology for compiling the statistics. 
"After last year's surplus, achieved for the first 
time in 20 years, the current budgetary 
developments indicate that this year and next 

we could see a similar outcome. Our forecast is 
for a 0.5 percent of GDP surplus in 2018 and 0.3 

percent of GDP in 2019," the major Croatian 
economic think-tank said. 
Last week Finance Minister Zdravko Maric said 
that in the first six months of this year Croatia 
had recorded a general budget surplus 
equivalent to 0.4 percent of GDP. 

The institute, however, also warned about the 

risks facing the budget. 
"They include the potential restructuring costs of 
ailing shipbuilder Uljanik and fertilizer producer 
Petrokemija, where the state has a stake, as 
well as growing debts in the health sector and a 
demand by the public sector unions for higher 

wages," it said. 
The government's official forecast for this year is 

a budget deficit of 0.5 percent of GDP, although 
Maric said earlier this week that his ministry was 
looking for a visibly better end-year result. 
The institute also said it saw Croatia's public 
debt falling to 75.6 percent of GDP by the end of 

this year and then to 70 percent in 2019. 
Fiscal discipline and lowering public debt are 
major goals of the conservative-led government, 
which has said it wanted Croatia to adopt the 
euro in the next six to seven years. 
The economic institute sees Croatia's economic 
growth at 3.0 percent this year, slightly above 

the government's forecast of 2.8 percent, and 
then sees a slight slowdown to 2.9 percent in 

2019. 
 
(Reporting by Igor Ilic; Editing by Hugh Lawson) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Cyprus 

Cypriot bond yields fall after S&P lifts 

sovereign to investment grade  

17-Sep-2018  
LONDON, Sept 17 (Reuters) - Government bond 

yields in Cyprus fell to their lowest since late 
March on Monday, following a decision by S&P 
Global to lift the country's credit rating to 
investment grade territory.  

S&P late on Friday lifted Cyprus's rating to BBB- 
from BB+, citing brighter growth prospects and 
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consolidation in the banking sector.  

That upgrade makes Cyprus eligible for ECB 

bond purchases. The country has a sub-
investment grade rating from Fitch and Moody's. 
The yield on five-year Cypriot government bonds 
fell as low as 0.826 percent, their lowest level 
since late March. They were last down 27 bps at 
0.95 percent.  

Yields on seven-year bonds also fell to their 
lowest since March. 
The country on Monday mandated banks to sell 
a 10-year government bond in a move analysts 
said was aimed at taking advantage of the 
positive sentiment following the upgrade. 

 
(Reporting by Dhara Ranasinghe; Editing by Virginia 
Furness) 
(( Dhara.Ranasinghe@thomsonreuters.com ; 
+442075422684; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech budget council says 2019 deficit 

target "not optimal"  

18-Sep-2018  
PRAGUE, Sept 18 (Reuters) - Plans by the 

Czech government to run a central state 
budget deficit of 40 billion crowns ($1.84 
billion) in 2019 are "not optimal", the 

National Budget Council said on Tuesday.  

The council, made up of economists who are 
confirmed by parliament, reiterated 
recommendations to use the Czech Republic's 
strong economic growth - forecast above 3 
percent next year - to create reserves for use in 
hard times. The council's role is strictly advisory 

- it cannot block a budget. 
The government of Prime Minister Andrej Babis 
is due to approve 2019 budget plans this month 
and submit a draft to lawmakers. Finance 
Minister Alena Schillerova said last month she 
would propose a central state budget with a 
deficit of 40 billion crowns. 

A strong economy, the tightest labour market in 

the European Union and a steady flow of 
development subsidies have helped to make the 
Czech Republic one of the EU's best budget 
performers. 
It posted overall fiscal surpluses in the 
previous two years. The central budget - 
which makes up the bulk of the Czech 

Republic's overall fiscal balance - ended 2017 
in a 6 billion crown deficit, much lower than 
planned. 

Critics, though, say the government is running 
deficits at a time of strong growth and strapping 
future budgets with generous spending 
commitments that could push up deficits when 
the economy turns. 

 
($1 = 21.7700 Czech crowns) 
(Reporting by Robert Muller, writing by Jason Hovet, 
editing by Larry King) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 

jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech cabinet approves 2019 budget 

draft with CZK 40 bln deficit   

19-Sep-2018  
PRAGUE, Sept 19 (Reuters) - The Czech 

government approved on Wednesday a 2019 
central state budget plan with a 40 billion 
crown ($1.84 billion) deficit, a touch lower 
than this year's target, as it uses strong 
economic growth to boost investment and 
increase state wage. 

Strong growth, falling unemployment and rising 
wages, along with a steady flow of European 
Union development funds, have helped the state 

post overall fiscal surpluses in the last two years 
and puts it on target for a repeat this year.  
The budget will head next to lawmakers for 
approval. 
"This budget deals with the main strategy of 
our government - which means pensions and 
the biggest increase in history, raising 
teachers’ salaries," Prime Minister Andrej 
Babis told a news conference. 

"We have growth in consumption and exports, 
so investments are also growing," he added.  
The 2019 budget is counting on growth of 3.1 
percent next year, down from 3.2 percent 
forecast for 2018, to help it fund what will be the 
largest ever spending rise, amounting to 105.7 

billion crowns.  

Critics, including the National Budget Council, 
say the state should not run deficits in good 
times and new generous spending commitments 
could hamper future budgets when the economy 
turns. 
The central state budget is the main part of the 

country's overall fiscal balance, which has been 
in surplus since 2016. The finance ministry 
forecasts an overall fiscal surplus of 1.5 percent 
of gross domestic product this year, from 1.6 
percent in 2017. Next year is seen above 1.0 
percent. 
Babis said also that despite a planned central 

state budget deficit of 50 billion crowns for 
2018, the government would aim for a balanced 
budget this year. 
 
($1 = 21.7590 Czech crowns) 
(Reporting by Robert Muller and Jason Hovet; Editing 
by Toby Chopra) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic/Hungary/Poland 

Czech bonds seen leading CEE 10-year 

yield rise  

21-Sep-2018  
By Sandor Peto 
BUDAPEST, Sept 21 (Reuters) - The Czech 
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Republic is expected to lead a rise in 10-year 
government bond yields in Central Europe in 

the next 12 months as the European Central 
Bank moves closer to increasing euro zone 
interest rates, a Reuters poll of 20 analysts 
showed. 

Hungary's yield, which has almost doubled since 
early 2018, is seen retreating to 3.55 percent by 
the end of October from Thursday's 3.64 percent 
fixing, and then rising to 3.8 percent over the 

next year, the Sept. 17-20 poll also showed. 
The Czech yield is expected to rise to 2.6 
percent by September next year from 
Thursday's levels around 2.16 percent, and the 
Polish 10-year yield to 3.48 percent from 3.22 
percent.  
Central European economies are closely 

integrated with the euro zone and the European 
Central Bank's actions are a key factor 
influencing their monetary policies. 
The ECB phases out its asset buying programme 
this year and is expected to start interest rate 
hikes next autumn. 
A separate Reuters poll predicted a rise in 10-

year Bund yields to 1 percent over the next 
year, from about 0.49 percent.  
Central European government bond yields have 
come under upwards pressure this year as 
inflation has been picking up in the region and 
also due to rate hikes by the U.S. Federal 

Reserve and a resulting flow of funds into the 
dollar from emerging markets. 

Only the Czech central bank (CNB) has 
increased its record low interest rates so far. It 
has the lowest inflation target of the three 
countries, at 2 percent, and is expected to hike 
its 1.25 percent main rate further next week. 

"A gradual long-term yield rise is likely, given 
that the CNB will continue hiking rates towards 
its neutral rate of 2.5 percent," Prague-based 
ING analyst Jakub Seidler told Reuters, adding 
that a rise in Bund yields was also a factor. 
"RISKY VARIABLES" 
His Budapest-based ING colleague Peter 

Virovacz said Hungarian yields could also track 
the German yield trend. 
"That is all that we can say right now, with risky 

variables abounding," he said. 
One key uncertainty is a multi-billion euro gap in 
Hungary's state budget due to a delay in the 

inflow of European Union funds for projects pre-
financed by the government. 
"But I think the (debt agency) AKK will try to 
find other ways of financing rather than 
putting the burden on bond issuance," he 
added. 

The Hungarian central bank simplified its toolkit 
on Tuesday, pledging to end its monetary policy 
interest rate swaps and mortgage note buying 

programmes this year, and said it was prepared 
to tighten policy if its inflation goal is 

threatened. 
But it may still want to wait as long as possible 
before it starts to increase its short-term interest 
rates, analysts said. 

Monetary tightening may be an even more 
distant prospect in Poland, which has the lowest 

inflation and the highest central bank benchmark 

rate, at 1.5 percent, out of the three countries, 

analysts said. 
Poland's 10-year yields are still expected to 
rise, partly due to a likely increase in bond 
supply early next year, said PKO Bank analyst 
Miroslaw Budzinski. 

"Still robust economic figures in Poland will 
uphold market fears of higher inflationary 

pressure next year and an NBP (central bank) 
reaction in consequence," he added. 
The poll projects that the Polish yield would stay 
below Hungary's corresponding yield, which 
jumped earlier in 2018 amid fears of a further 
rise in inflation, partly due to a weakening of the 
forint against the dollar in the summer months. 

 
(Reporting by Sandor Peto Editing by Gareth Jones) 
(( sandor.peto@thomsonreuters.com ; +36 1 327 
4744; Reuters Messaging: 
sandor.peto.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romanian govt to approve sovereign 

wealth fund framework via decree  

17-Sep-2018  
BUCHAREST, Sept 17 (Reuters) - Romania's 

government will set up the legal framework 
for a sovereign wealth fund, a key policy goal 
of the ruling Social Democrats through an 

emergency decree after a constitutional court 
ruling, the finance minister said on Monday. 

Parliament, where the Social Democrats and 
their junior coalition partner ALDE hold a 
majority, approved the $2.3 billion fund in June 
saying it would stimulate growth and provide 
financing for new roads and hospitals. 

The fund is designed to hold a mix of cash and 
equity in some of Romania's most profitable 
state companies, but the Constitutional Court 
said government and not lawmakers could 
legally reorganise state-owned companies. 
Finance Minister Eugen Teodorovici said on 

Monday the government aims to set up the fund 

before year-end. 
 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia to shun public borrowing at 

high yields in 2018 and 2019   

20-Sep-2018  
MOSCOW, Sept 20 (Reuters) - Russia's Finance 

Ministry will not raise rouble funds this year 

and next at unfavourable yields, minister 
Anton Siluanov told journalists on Thursday. 
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Borrowing costs for the Russian government 

have increased recently because of the outflow 

of foreign investors from sovereign debt, known 
as OFZs, and the Russian central bank's decision 
to raise the key rate by 25 basis points. 
 
(Reporting by Daria Korsunskaya; writing by Andrey 
Kuzmin; Editing by Toby Chopra) 
(( andrey.kuzmin@thomsonreuters.com ; 
+74957751242; Reuters Messaging: 
andrey.kuzmin.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Foreigners' share in Russian govt 

bonds declines in Aug  

21-Sep-2018  

MOSCOW, Sept 21 (Reuters) - Foreign 

investors in August kept on reducing their 
holdings of Russian government bonds, 
known as OFZs, bringing their share to 26 
percent by the end of August, the central bank 
said in a regular report on financial markets 
on Friday. 

As of Aug. 1, the share of non-resident 
investors' holdings of Russian OFZ treasury 
bonds stood at 28 percent, the banks data 

showed earlier 
The central bank also said that the Russian 
financial system was currently stable, even 
though market volatility has been recently 
elevated by geopolitical risks and investors' 

attitude to emerging market risks. 
There was no need for special measures to 

support the Russian banking sector at the 
moment, the central bank said. 
 
(Reporting by Andrey Ostroukh, Editing by William 
Maclean) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenia advisory body says 

government plans could bring deficit  

18-Sep-2018  

By Marja Novak 
LJUBLJANA, Sept 18 (Reuters) - The spending 

plans of Slovenia's new centre-left coalition 
government could push the state budget into 
deficit in the coming years, the Fiscal Council, 
a body that advises the government on public 
finances, said on Tuesday. 

The minority government made up of five 
centre-left parties, which took over last week 

following a June general election, plans to 
increase spending on national health and 
pension systems and defence, according to a 

coalition agreement signed last month. 
"Strict implementation of decrees mentioned in 
the coalition agreement could significantly 
worsen public finance position (of Slovenia) and 

distance it from achieving its medium-term fiscal 

goal and ensuring sustainable public finances," 

the council said in a report. 

According to the plans outlaid by the previous 
centre-left government, Slovenia should run a 
budget surplus in the coming years, namely a 
surplus of some 0.4 percent this year versus a 
surplus of 0.03 percent in 2017. 
The new Finance Minister Andrej Bertoncelj 

told a parliamentary committee before taking 
the post that he plans to run sustainable 
public finances with balanced budget inflows 
and outflows. The finance ministry gave no 
immediate comment on the council's report. 

The council said the coalition agreement 
"indicates significant increase of state spending 
... and higher tax burden on households and 
companies". 

"These decrees would only in the short run boost 
economic growth but at the same time worsen 
the fiscal position ... (of Slovenia)," it added. 
It urged the government to curb its spending 
plans in order to ensure sustainable public 
finances. 
The coalition had said it plans to increase taxes 

for health and pension systems and raise the 
minimum gross monthly wage by 4.5 percent 
per year over two years, prompting business 
groups' warnings that higher taxes could reduce 
investment, economic growth and the number of 
new jobs. 

 
(Reporting By Marja Novak Editing by Richard 
Balmforth) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish August budget deficit at 5.8 bln 

lira   

17-Sep-2018  
ANKARA, Sept 17 (Reuters) - The Turkish 

budget showed a deficit of 5.8 billion lira 
($931 million) in August, the Finance Ministry 
said on Monday. 

The August budget showed a primary surplus, 
which excludes interest payments, of 2.5 billion 
lira. The budget deficit stood at 50.8 billion lira 
in the first eight months of the year, the data 
showed. 
 
($1 = 6.2321 liras) 
(Reporting by Nevzat Devranoglu; Writing by Tuvan 

Gumrukcu; Editing by Daren Butler) 
(( tuvan.gumrukcu@tr.com ; +903122927021; 
Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey will restructure credit debt -

Albayrak presentation  

20-Sep-2018  
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Corrects to show Turkey will restructure 'current 

credit debt' not 'current credit card debt' 

ISTANBUL, Sept 20 (Reuters) - Turkey will 

restructure "current credit debt" as part of its 
new economic programme, according to the 
presentation of Finance Minister Berat 
Albayrak's new economic programme on 
Thursday.  
The Real Estate Bank of Turkey will also be 
restructured, the presentation showed. 

 
(Reporting by David Dolan; Editing by Toby Chopra) 
(( david.dolan@tr.com ; +90 212 350 7046; Reuters 
Messaging: 
david.dolan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

IMF leaves Ukraine without 

announcing aid deal, central bank sees 

accord soon  

20-Sep-2018  
•IMF mission leaves Kiev without announcing 

new aid deal 
•IMF says talks still ongoing 
•Ukraine cenbank official says "significant 
progress" made 
•IMF wants Kiev to hike household gas prices 
•Ukraine faces tight election races next year 

By Natalia Zinets 
ODESSA, Ukraine, Sept 20 (Reuters) - An IMF 

mission has left Ukraine without announcing a 
deal on new aid but a top central bank official 

said on Thursday he expected an agreement 
"in the near future" that would help preserve 
financial stability during 2019, an election 
year. 

Analysts expressed surprise at the lack of an IMF 
statement at the end of the visit, which ran from 
Sept. 6 to 19.  
An IMF spokesman in Washington later said 

discussions were ongoing, without saying when 
they might be completed.  
The IMF has been pushing Ukraine to raise 

household gas prices, which have been kept 
artificially low since Soviet times, to market 
levels. It was not immediately clear whether the 
two sides had made progress in their talks on 

this issue. 
"There are productive negotiations on the new 
programme. Significant progress has been 
made. We expect results in the near future," 
Deputy Central Bank Governor Oleh Churiy told 
Reuters, in the first public comments by a senior 
Ukrainian official a day after the mission 

concluded its visit.  
"(There are) talks on a new IMF programme that 
will allow Ukraine to pass the election year freely 
and maintain financial stability," Churiy said. 

A new agreement would give the government 
some breathing space to manage its debt 

payments, which are set to peak over the next 
two years. It would help keep the currency 
stable and retain the confidence of investors and 

Ukraine's foreign allies.  

It would replace a $17.5 billion aid-for-reforms 

programme that has propped up Ukraine's 
economy since 2015 through a sharp recession 
following Russia's annexation of Crimea and the 
outbreak of separatist fighting in the Donbass 
region. 
"We've had a staff team in Kiev, discussing with 

the Ukrainian authorities the continuation of our 
efforts to support policies and reforms, support 
macroeconomic stability and growth in Ukraine, 
and on possible financial assistance from the 
Fund," IMF spokesman Gerry Rice told reporters.  
"I don't have any further detail on those 

discussions, which are ongoing as I said, and I 
don't have a specific date for the conclusion." 
He did not say whether the IMF had offered 

Ukraine a new standby agreement or whether 
the conditions for such a deal would differ from 
the old one.  
"BIT SURPRISING" 
IMF aid has been frozen since April 2017 as 
Ukraine welched on commitments to raise 
household gas tariffs -- a potential vote loser 
next year -- and slammed the brakes on 
reforms to tackle entrenched corruption and 
modernise the economy. 

"IMF leaving without a deal/statement.....bit 
surprising as I think most people assumed this 
was a done deal," said Timothy Ash of BlueBay 

Asset Management in an email.  
Ukraine-focused economist Anders Aslund called 

it "surprising and disappointing."  
A new deal would allow Ukraine to go to the 
markets to issue new debt and would also pave 
the way for the European Union and other 
foreign donors to disburse more aid to replenish 

the government's coffers. 
The IMF's likely insistence on a tight budget 
deficit would help narrow the scope for populist 
spending measures ahead of tight presidential 
and parliamentary election races next year. 
The head of Ukraine's state-run firm Naftogaz 
was quoted earlier this week as saying the 

government and the IMF had reached an 
agreement in principle on gas prices, but the 
Fund has not corroborated the statement. 

Analysts say the new standby agreement under 
discussion could be worth around $4 billion, 
double the size of the tranche Ukraine was 

expecting to receive under the old programme 
before it expires next March.  
 
(Additional reporting by Matthias Williams in Kiev and 
Marc Jones in London; Writing by Matthias Williams; 
Editing by Gareth Jones) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina's primary deficit $408.1 mln 

in August  

19-Sep-2018  
BUENOS AIRES, Sept 19 (Reuters) - Argentina 

had a $408.1 million primary fiscal deficit and 
a $572.1 million financial deficit in August, 
the country's economy ministry said on 

Wednesday. 
The primary budget balance, which measures 

government spending relative to income and 
does not include debt payments, is followed by 
the markets as an indicator of Argentina's ability 
to meet its financial obligations. 
Argentina revised its primary deficit targets 

earlier this month, aiming for a primary budget 
balance of 2.6 percent of gross domestic product 
this year, and fiscal balance in 2019. 
 
(Reporting by Walter Bianchi; Writing by Scott Squires 
Editing by Chizu Nomiyama) 
(( Scott.Squires@thomsonreuters.com ; +54 11 
45102591; Reuters Messaging: 
scott.squires.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina issues more debt to shore up 

peso  

20-Sep-2018  
BUENOS AIRES, Sept. 19 (Xinhua) -- 
Argentina's government issued more debt on 
Wednesday through 160-day Treasury bills in 

a bid to shore up a weak peso. 

The government offered the Treasury bills (here 
called Lecap) in local currency at four-percent 
interest, the Finance Ministry said in a 
statement. 
This latest series of Lecap, which come due in 
February 2019, join an earlier series issued on 

Sept. 17 in either pesos or U.S. dollars at 4 
percent and 3.45 percent interest. Those also 
come due in 2019. 
The debt issue aims to take in some 232 billion 
pesos (about 5.8 billion U.S. dollars) introduced 
into the market on Tuesday. 
According to the Central Bank of Argentina 

(BCRA), over the next two days, the plan is to 
continue to take in local capital by issuing 
another 150 billion pesos (3.75 billion U.S. 
dollars) in Treasury bills and 100 billion pesos 
(2.5 billion U.S. dollars) in another 
instrument. 

The measures aim to increase demand for 
pesos, and prevent the monetary injection from 

impacting the price of goods and services, or 

leading to a higher demand for dollars. 
Following weeks of fluctuations, the currency 
exchange market has stabilized in recent days, 
thanks to strong intervention by the central 

bank through its reserves, the ministry said. 

The U.S. dollar was trading at 40 pesos on 

Wednesday, according to the state-run Banco 
Nacion, from a rate of 18 pesos to the dollar at 
the start of the year. 
Argentina has earlier called on the International 
Monetary Fund (IMF) to speed up its 
disbursements of a 50 billion U.S. dollars loan 

granted the country. 
The country wants payments scheduled for 2020 
and 2021 to be moved up to 2019. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

IMF says "important progress" made 

on Argentina financing arrangements  

20-Sep-2018  
WASHINGTON, Sept 20 (Reuters) - 
International Monetary Fund staff and 
Argentine authorities in the past week have 

made "important progress" towards new 
financing arrangements and stronger 
economic policies that could be considered 
soon by the IMF's board, a Fund spokesman 
said on Thursday. 

"What I can tell you is that important progress is 
being made towards strengthening Argentina’s 
economic policy plans supported by the IMF 
standby arrangement," IMF spokesman Gerry 

Rice told a regular IMF news briefing. "We are 

working very hard to conclude these staff level 
talks in short order." 
Rice declined to disclose details of the 
arrangements under discussion and said he did 
not have a specific timeline for when the board 
might consider a proposal for Argentina. But he 

emphasized that the IMF was aiming for 
approval "in short order" 
"I am trying to impress a sense of urgency 
around this," he said. 
Rice also said that Argentina's draft budget 
submitted to lawmakers on Monday was 

important for strengthening the country's 
economic policies and boosting market 
confidence. 

"We thought it very important that the proposed 
budget protects spending on social assistance 
and health," Rice said. "We believe this is key in 
light of the economic challenges facing the 

country."  
 
(Reporting by David Lawder;  
Editing by Chizu Nomiyama and Andrea Ricci) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Fitch Says Election Means Big 

Uncertainties For Brazil Reforms  

20-Sep-2018  
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Sept 20 (Reuters) - Fitch: 
Fitch says election means big uncertainties for 
brazil reforms. 

Fitch says results of Brazilian election will set 
medium-term backdrop for economic and fiscal 
policy. 
Fitch says without sustained reforms, brazil's 
fiscal deficits will remain high and government 
debt dynamics adverse. 

Fitch says any deterioration in policy 
environment post-election could further 
challenge brazil's growth. 
Fitch says external risks linked to rising u.s. 
Interest rates, potential global trade frictions, 
a slowdown in china could add to brazil's 
vulnerabilities. 

Fitch says prospects for brazil's structural 

reforms to boost weak potential growth remain 
uncertain. 
Fitch says large general government fiscal 
deficits, rising indebtedness amid tepid economic 
recovery will seriously limit policy flexibility of 
new brazil government. 
Fitch says brazil's sustained failure to address 

fiscal issues leading to rapid growth in 
government's debt burden would be a negative 
credit factor. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela 

Venezuela sold 9.9 pct of joint venture 

to China oil firm  

18-Sep-2018  

CARACAS, Sept 18 (Reuters) - Venezuela has 

sold 9.9 percent of shares in oil joint venture 
Sinovensa to a Chinese oil company, President 
Nicolas Maduro said on Tuesday, adding the 
OPEC nation expected some $5 billion in joint 
investment with China to boost its crude 
output. 

He did not say how much Venezuela received or 
which company bought the shares in Sinovensa, 

which is partly owned by state-owned China 
National Petroleum Corporation (CNPC). China 
will own 49 percent in Sinovensa after the sale, 
he said. 
Maduro traveled to China, his key foreign 
financier, last week in search of fresh funds for 
his cash-starved government, which is presiding 

over a grueling economic depression. But it 
remains unclear whether he secured any new 
credit lines. 
Maduro said the Sinovensa sale formed part of 
plan to invest $5 billion over the next year in 
Chinese projects to double oil production and be 

able to send a million barrels per day to China. 

Venezuela's oil production is at a 60-year low 
after years of little investment and crumbling 
infrastructure. 
Speaking at a news conference, Maduro 
complained about media coverage that has 
portrayed the four-day trip as unsuccessful. 

"They are all going to say the same: Maduro 

went to China and found nothing, they 

mistreated him," he said. Instead, he said, they 
had sealed a "very important deal." 
Over a decade, China invested over $50 billion 
in Venezuela through oil-for-loan agreements, 
securing energy supplies for its fast-growing 
economy while bolstering an anti-U.S. ally in 
Latin America. 

The flow of cash halted nearly three years ago, 

however, when Venezuela requested a change of 
payment terms amid falling oil prices and 
declining crude output that pushed its state-led 
economy into a hyperinflationary collapse. 
Asked by reporters on Tuesday whether Maduro 
had asked for a new grace period to meets its 
debt obligations with China, he said "Venezuela 

pays on time." 
Maduro on Tuesday said he could count on China 
as an ally to survive an "economic war" he 
accuses the United States of waging against 
Venezuela. U.S. President Donald Trump's 
administration has levied several rounds of 

sanctions on Maduro's government. 
 
(Reporting by Brian Ellsworth and Corina Pons Writing 
by Angus Berwick Editing by Marguerita Choy) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018 

AFRICA 
 

Algeria 

Algeria plans 1.5 percent spending cut 

next year  

19-Sep-2018  

By Hamid Ould Ahmed 
ALGIERS, Sept 19 (Reuters) - Algeria plans to 

cut spending by 1.5 percent in 2019 after a 
rise this year, despite a recovery in oil prices, 
as it seeks to rebalance its finances, according 
to a government document seen by Reuters. 

The government expects a budget deficit of 9.2 
percent of gross domestic product in 2019, up 

from the 9 percent forecast for 2018, said the 
document that is part of the draft budget for 
next year. 
A sharp fall in global crude oil prices after mid-
2014 hit state finances and forced the 
government to cut spending by 14 percent last 
year after a 9 percent reduction in 2016. 

But the OPEC member increased expenditure by 
25 percent this year with the aim of launching 
delayed projects in sectors such as health, 
education and water resources. 
The government also started implementing 
amendments to the Money and Credit Law this 
year that allows the central bank to lend 
directly to the treasury to fund budget deficits 

and internal public debt. 

Algeria is benefiting from a recovery in oil prices, 
with overall energy earnings reaching $22.021 
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billion in the first seven months of 2018, a 15.23 

percent rise from a year earlier. 

But the government said it remains under 
financial pressure. 
The 2019 budget is to "ensure budget 
sustainability and ... reduce pressure on the 
state treasury," said the document. 
Energy revenue accounts for 60 percent of the 

budget and 94 percent of exports. 
The government uses a large part of energy 
earnings to pay for imports of goods due to poor 
domestic production, despite various attempts to 
diversify the economy away from oil and gas. 
The goods imports bill is expected to reach $44 

billion in 2019, according to the document, 
higher than the $43.5 billion forecast for this 
year. 

The government is due to start implementing 
increases in customs duties on finished goods 
this year after a failed attempt to reduce the 
value of purchases by imposing a ban on imports 

of around 850 products since early this year. 
 
(Reporting by Hamid Ould Ahmed Editing by) 
(( hamid.ouldahmed@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Botswana 

Botswana trims growth prospects, sees 

wider budget deficits  

18-Sep-2018  
GABORONE, Sept 18 (Reuters) - Botswana's 

economy is expected to expand by 4.5 percent 

this year, down from an estimate in February 
of 5.3 percent, the finance ministry said on 
Tuesday at a 2019 budget conference. 

A senior official in the diamond-producing 
southern African nation’s economy said the 
government expects an optimistic medium term 
outlook, with growth forecasts expected to rise 
moderately to 4.2 percent in 2019. 

Deputy secretary for macroeconomic policy in 
the ministry of finance Kelapile Ndobano did not 

specify the sectors that had led to the downward 
revision in economic growth projections in 2018. 
Growth stood at 2.4 percent in 2017. 
The forecast growth of 4.5 percent this year 
would be partly dependent on a continuous 

rebound in the global diamond market and 
stability in the supply of power and water, he 
said. 
Ndobano also said Botswana sees its budget 
deficit widening for the current financial year 
to 2.3 percent of GDP from 1.8 percent of GDP 
announced in February.  

Botswana has been running deficits for the past 

three years and expects the trend to continue 
until 2021, with the 2019 shortfall seen rising 

slightly to 2.4 percent of GDP. 
To finance the 2019 deficit, government says it 
will borrow, both domestically and externally. 
The wider deficit is largely due to a downward 
revision in anticipated minerals revenues as a 

result of a decision by the country’s largest 

diamond miner, Debswana, to start the 

implementation of some major projects during 

the current financial year. 
Debswana, which is jointly owned by Botswana 
and Anglo’s De Beers, is the largest contributor 
to Botswana's government revenues. 
 
($1 = 10.8814 pulas) 
(Writing by Tanisha Heiberg Editing by James 

Macharia) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Egypt cancels debt auction as foreign 

investor appetite weakens  

17-Sep-2018  
CAIRO, Sept 17 (Reuters) - Egypt cancelled a 

treasury bond auction on Monday, its third 
such move in as many weeks, as foreign 
investors cut their exposure to the country's 
debt at a time of weak appetite globally for 
emerging market assets.  

Data from the central bank showed it had called 
off the auction of 3- and 7-year treasury bonds 
worth 3.5 billion Egyptian pounds ($195.97 
million). Two previous T-bond auctions, also for 

3.5 billion pounds each, had been cancelled after 
bankers and investors demanded high yields on 
the debt.  
"The finance ministry has been cancelling the 
bond auctions for the past few weeks due to 
higher yields than they are willing to accept," 
said one banker at an Egyptian bank. 

Bankers had been expecting yields of around 
18.8 percent in Monday's cancelled sale, he said.  
Egypt aims to reach an average interest rate on 
government debt instruments in the current 

2018-2019 budget of about 14.7 percent 
compared with 18.5 percent in fiscal year 2017-
2018, which ended on June 30. 
Egypt's funding needs in the 2018-2019 budget 

are about 714.637 billion pounds, of which 
511.208 billion are in the form of domestic debt 
instruments and the rest are external financing 

from the issuance of bonds and an IMF loan. 
Emerging markets generally have been 
shaken by an escalating trade war between 
the United States and China, as well as 
interest rate increases by the Federal Reserve 
which are attracting funds back to the United 
States. 

Egyptian stocks fell 0.5 percent on Monday after 
slumping 3.6 percent on Sunday to mid-

February lows in their biggest one-day loss since 
January 2017. 
Allen Sandeep, head of research at Naeem 

Brokerage, noted the weakness across emerging 
markets. 
"It shows that foreigners are cutting their 
exposure to Egyptian treasuries, but whether 

they are repatriating their dollars out of Egypt 
we still don't know," he said. 
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"August and September has been as bad as June 

in terms of lower foreign buying -- there could 

be another $2-3 billion drop in total foreign 
holdings." 
Foreign holdings of Egyptian treasuries stood at 
$17.1 billion at the end of July, down from $23.1 
billion at the end of March.  
 
($1 = 17.8600 Egyptian pounds) 
(Reporting by Eric Knecht and Patrick Werr Writing by 
Aidan Lewis 
Editing by Matthew Mpoke Bigg and David Stamp) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana's government pulls planned 

five-year local currency bond  

20-Sep-2018  
By Kwasi Kpodo 
ACCRA, Sept 20 (Reuters) - Ghana's 

government decided not to proceed with a 
planned 5-year local currency bond slated for 

final pricing on Thursday due to unfavourable 

market conditions, according to a note to 
investors seen by Reuters. 
The Finance Ministry had planned to issue the 
bond to roll-over maturing debts through book-
building which opened on Wednesday with initial 

pricing guidance set at 20.5 percent - 21.5 

percent and later revised to 19.75 percent - 21 
percent. 
A senior Finance ministry official told Reuters 
pricing for the bond was too high. "Markets too 
volatile," the official said. Another person close 
to the transaction told Reuters that investor 
demand was poor. 
"Due to current market conditions, the issuer 
has decided not to proceed with the proposed 
September 2018 5-year Treasury bond 
issuance (rollover) at this time. We thank you 
for your interest," said the note to investors. 

Book builders for the bond, open to non-resident 
Ghanaians, were Barclays, Stanbic, Databank, 

Fidelity bank and brokerage firm IC Securities.  
Ghana, which exports cocoa, gold and oil, is in 

its final year of a $918 million aid deal with the 
International Monetary Fund to narrow fiscal 
deficit, stabilise its currency and reduce debt 
which ratings agency Moody's estimate will rise 
above 70 percent of Gross Domestic product by 
the end of December. 

 
(Reporting by Kwasi Kpodo Editing by Andrew 
Heavens) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mali 

Mali eyes 3.4 pct budget rise for 2019 

to tackle security problems  

20-Sep-2018  

BAMAKO, Sept 20 (Reuters) - Mali has 

proposed increasing its public spending by 3.4 
percent for 2019, mainly to implement a 
peace deal with Tuareg separatists and to 
cover defence costs as it battles Islamist 
militants, the government said on Thursday. 

The 2019 budget anticipates revenues of 2.023 

trillion CFA francs ($3.6 billion) and spending of 
2.410 billion CFA francs, the cabinet said in a 
statement. 
It said the deficit, which is expected to be 
almost 4 percent wider than in 2018, would be 
financed by external budget support and debt 
securities issued by the treasury. 

The implementation of a 2015 peace deal with 

Tuareg separatists has stalled, and security has 
continued to deteriorate in Mali's north and 
central region due to attacks by jihadist groups 
and inter-ethnic clashes.  
 
($1 = 557.7000 CFA francs) 
(Reporting by Tiemoko Diallo; Writing by Sofia 
Christensen; Editing by Aaron Ross and Hugh Lawson) 
(( Sofia.Christensen@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa to reallocate $3.5 bln of 

budget to revive economy  

21-Sep-2018  
PRETORIA, Sept 21 (Reuters) - South African 

President Cyril Ramaphosa announced a raft 
of policy reform plans on Friday, including re-
prioritising 50 billion rand ($3.5 billion) of 
public spending to boost economic growth and 
create jobs. 

Africa's most industrialised economy entered 
recession in the second quarter for the first time 
since 2009, in a blow to Ramaphosa's pledge to 
turnaround the economy after a decade of 
stagnation. 
Ramaphosa fell short of announcing a stimulus 

package, saying there was no room to increase 

spending or borrowing. 
"We have to resort to re-prioritising our budget 
and our spending," Ramaphosa said in Pretoria.  
"The central element of the economic stimulus 
and recovery plan is the reprioritisation of 
spending towards activities than have the 
greatest economic effect."  

Ramaphosa also said the government would 

launch a 400 billion rand infrastructure fund.  
After an initial rise following Ramaphosa's 
election as African National Congress leader in 
December and state president in February, 
business confidence has wavered, falling to a 

one-year low with investors concerned about 
land and mining ownership reforms. 

Ramaphosa said the country's economy would 
be put on a firmer footing by the measured he 
announced on Friday. 
Finance Minister Nhlanhla Nene added at the 
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same media briefing that funds for the financial 

intervention would be found from under-

performing government programmes, without 
giving any details. 
 
($1 = 14.2354 rand) 
(Reporting Olivia Kumwenda Mtambo and Nomvelo 
Chalimbura in Pretoria and Mfuneko Toyana and Joe 
Brock in Johannesburg 
Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia's 2019 debt payments to hit 

record of more than $3 bln  

17-Sep-2018  
TUNIS, Sept 17 (Reuters) - Tunisia's debt 

repayments will rise to a record level of more 
than 9 billion dinars ($3.24 billion) next year, 
the finance minister said on Monday. 

The North African country’s economy has been 
in crisis since the toppling of autocrat Zine al-
Abidine Ben Ali in 2011, with unemployment and 

inflation shooting up. 
Last year, the debt service was about 7.9 billion 
dinars. 
"Debt service will exceed 9 bln dinar next 
year compared with about 5.1 in 2016," 
finance minister Ridha Chalgoum said, giving 
no other details. 

Tunisia needs about 7 billion dinars in external 

financing in 2019, a senior official told Reuters 
last week. 
The government aims to reduce its budget 
deficit to 3.9 percent next year from the 4.9 
percent it forecasts for 2018. 
 
($1 = 2.7739 Tunisian dinars) 
(Reporting by Tarek Amara Editing by Louise Ireland) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Zambia 

Zambian Kwacha falls over size of 

country's debt, aid freeze  

19-Sep-2018  
LUSAKA, Sept 19 (Reuters) - Zambia's kwacha 

lost more than 1 percent on Wednesday, hit 
by investor worries about the size of nation's 
debt and an aid freeze by Britain and Finland 
over suspicion that social welfare funds may 
have been misused. 

The currency of Africa's No.2 copper producer 

fell as much as 1.6 percent to 11.1800 per dollar 
on Wednesday from a close of 11.0000 per 
dollar on Tuesday, Reuters data showed. 
"Zambia's debt issues continue to create anxiety 
among investors. In addition, emerging market 
currencies have been generally weakening," one 

senior commercial bank trader said. 
Zambia's external debt rose to $9.37 billion by 
the end of June from $8.7 billion in December, 
the finance ministry said in August, a week 
after the International Monetary Fund (IMF) 
raised concerns over country's high 
borrowing. 

Britain and Finland have frozen funding to 
Zambia on suspicion that $4 million they 
channeled into a social welfare scheme may 

have been misused, the Zambian presidency 
said on Tuesday. 
"One can speculate that players are buying 
dollars to keep their money in hard currency 
after news that donors have frozen aid," 
independent financial analyst Maambo 
Hamaundu said. 

 
(Reporting by Chris Mfula Editing by James Macharia) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia says donors withholding nearly 

$34 million over mismanagement  

20-Sep-2018   
LUSAKA, Sept 20 (Reuters) - Britain, Finland, 

Ireland and Sweden are withholding nearly 
$34 million in budget support to Zambia's 
social welfare and education sectors due to 
concerns over financial mismanagement, 
Finance Minister Margaret Mwanakatwe said 
on Thursday. 

The government is confident it can address 

donor concerns so the aid can resume, she said. 
President Edgar Lungu fired a cabinet minister in 
charge of social welfare on Wednesday over 
suspicions that $4 million of funding was 
misused. 
"The impact of withholding support is to the 
extent of the committed funds for 2018, which 

amount to $20 million for social cash transfer 
$13.9 million for the education sector," she said. 
The countries suspended support to the Social 
Cash Transfer Programme in June, she told 
parliament. The programme enables government 
to relay money to vulnerable rural households. 

Britain is the only country offering budget 
support to the education sector and it froze its 
aid in June, she said.  
 
(Reporting by Chris Mfula Editing by Matthew Mpoke 
Bigg) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

World Bank revises Zambia's 2018 

economic growth forecast downwards  

20-Sep-2018  
LUSAKA, Sept 20 (Reuters) - The World Bank 

expects Zambia's economy to grow less that 4 
percent this year, lower than a previous 

estimate in April, it said on Thursday, citing 
weak copper prices and the country's soaring 
debt. 

In a report, the Bank said external risks for 
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Africa's No.2 copper producer included the 

possibility of a reversal of the recent copper 

price stabilisation due to lower growth in China. 
"Economic growth in 2018 is projected to be 
below 4 percent reflecting the poor agricultural 
harvest, lower copper prices and fiscal debt 
challenges that are crowding out private sector 
growth," the World Bank said in a report. 

The World Bank said in April that Zambia's 
economy is forecast to grow 4.1 percent in 2018 
and 4.5 percent next year, lower than previous 
projections by the lender, because of the 
expected impact of poor rains. 
The bank said the delayed implementation of 
fiscal consolidation measures announced by 

the government would worsen the debt 
burden and affect foreign exchange reserves. 

Zambia's external debt rose to $9.37 billion by 
the end of June from $8.7 billion in December, 
the finance ministry said in August after the 
International Monetary Fund (IMF) raised 
concerns over the nation's high borrowing. 
 
(Reporting by Chris Mfula Editing by James Macharia) 
(( nqobile.dludla@thomsonreuters.com ; 
+27117753126; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

EMERGING MARKET 
 

Emerging-market debt issuance on ice 

after turbulent summer  

19-Sep-2018  
By Claire Milhench 

LONDON, Sept 19 (Reuters) - Emerging-market 

debt issuance is on hold after a summer of 
volatility, with the market effectively closed 
for borrowers like Turkey and Russia, 
although Asian and Middle East issuers can 
still get their bonds to market. 

Bond sales usually rebound in September after a 
quiet August, but this year currency crises in 
Turkey and Argentina and worries about rising 

U.S. sanctions risk for Russia have kept volumes 
dramatically lower). 
"Emerging markets had a rough time, and we 
have seen the effects of that when it comes to 
debt issuance - the pipeline is pretty empty," 
said one senior debt capital markets banker, 
who declined to be named. 

"It would be very difficult for Turkey to come to 

the market, and Russia has the Damocles sword 
of sanctions hanging over it." 
Emerging-market sovereigns have issued just 
$3.4 billion of hard-currency debt so far this 
month, according to Thomson Reuters data, 
compared with $28.8 billion for September 
2017. This year's third-quarter total is running 

at $9.9 billion to Sept. 17, versus 2017's $36.6 
billion. 

The sovereign market was "basically dead", 
Regis Chatellier, global sovereign credit analyst 
at Societer Generale, said. But that followed 
bumper issuance in January and April of $38.5 
billion and $37.5 billion respectively - the two 

biggest months ever. This meant funding needs 

were less pressing. 

LOWER APPETITE 
On the demand side, emerging-market bond 
funds have suffered net outflows of $21.6 
billion so far this year, according to data from 
EPFR Global, compared with inflows of $64.4 
billion over the same period in 2017. 

Of this, hard-currency emerging-market debt 
funds have lost $6.26 billion, compared with net 

inflows of $35.47 billion in 2017. 
It's a stark contrast to 2017 when asset 
managers were so flush with cash that even 
frontier markets such as Tajikistan could sell 
bonds. 
A sustained sell-off in Turkey and Argentina 
triggered a bout of contagion in August, 

prompting spreads to blow out to a two-year 
high and clobbering emerging-market debt fund 
performance - already underwater at the half-
year mark. 
On the sovereign side, Chatellier said that only 
the strongest names had issued, such as the 

Philippines, which set an Asian Samurai bond 
record in early August with a $1.38 billion three-
tranche deal.  
Saudi Arabia also raised $2 billion in sukuk, 
while South Korea hit the road for an SEC-
registered bond issue.  
"For high yield, the market is difficult," Chatellier 

said. He does not expect see any improvement 
this year, given the poor geopolitical backdrop 

and the fact that the U.S. Federal Reserve is 
tightening, raising borrowing costs for countries 
issuing dollar debt. 
On the corporate side, issuance is running at 
$8.7 billion in the quarter to Sept. 17, compared 

with $41.6 billion over the third quarter in 2017.  
Post-summer issuance has come mainly from 
Asian and Middle Eastern issuers, including 
property companies such as Poly Real Estate, 
and banks such as First Abu Dhabi Bank, and 
Agricultural Development Bank of China.  
In emerging Europe, issuance has been much 
thinner, although Poland's mBank, a BBB-
rated credit, and Czech Republic's Atrium Real 
Estate managed to close transactions - the 
latter at its second attempt - at a new-issue 
premium of about 60 basis points.  

"That's real estate which is over-supplied for the 
year, but the broader point is that not 
everything works and if you don't fit within what 
investors want to buy it will be difficult," said 

Ranko Milic, head of CEEMEA debt capital 
markets at UBS. 
For the remainder of the year, he thought there 
might be some opportunistic issues from less 
frequent borrowers, or a couple more from the 
CEE area: "But I don't see a very extensive 

pipeline, except perhaps a continued flow of 
issues from the Middle East." 
 
(Reporting by Claire Milhench, additional reporting by 
Karin Strohecker, editing by Larry King) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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